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Title  45— Public  WeHare 

CHAPTER  I— OmCE  OF  EDUCATION,  DE¬ 
PARTMENT  OF  HEALTH,  EDUCATION, 
AND  WELFARE 

PART  190— BASIC  EDUCATIONAL 

OPPORTUNITY  GRANT  PROGRAM 

Family  Contribution  Schedules 
AGENCY:  Office  of  Education,  HEW. 
ACTION :  Final  regulation. 

SUMMARY:  This  final  rule  amends 
current  regulations  dealing  with  the 
Family  Contributi<»i  Schedules  for  the 
Basic  Educational  Opportunity  Grant 
Program  for  the  1977-78  academic  year. 
The  amendments  (a)  require  that  the 
income  and  assets  of  the  step-i>arent  be 
reported  as  available  to  the  applicant  in 
cases  where  the  student  is  residing  with 
the  parent  and  that  parent’s  spouse,  and 
(b)  increase  the  amoimt  of  the  family 
size  offsets  to  reflect  inflation  diming 
1976,  as  measured  by  the  1976  Consumer 
Price  Index. 

EFFECTIVE  DATE :  Pursuant  to  section 
431(d)  of  the  General  Education  Provi¬ 
sion  Act,  as  amended,  (20  U.S.C.  1232 
(d) )  these  regulations  have  been  trans¬ 
mitted  to  the  Congress  concurrently 
with  the  publication  of  this  dociunent 
in  the  Federal  Register.  That  section 
provides  that  regulations  subject  thereto 
shall  become  effective  on  the  forty -flfth 
day  following  the  date  of  such  transmis¬ 
sion,  subject  to  the  provisions  therein 
concerning  Congressional  action  and 
adjournment. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Ernest  Becker  (202-245-1744) . 

SUPPLEMENTARY  INFORMATION: 
Notice  of  proposed  rulemaking  was  pub¬ 
lished  in  the  Federal  Register  on  Au¬ 
gust  11,  1976  (41  FR  33962),  to  amend 
Subr>arts  C  and  D  of  Part  190  of  Title 
45  of  the  Code  of  Federal  Regulations. 
Interested  persons  were  given  the  op¬ 
portunity  to  submit  comments,  sugges¬ 
tions,  or  objections  regarding  the  pro¬ 
posed  rule. 

Comments  received  from  the  public 
primarily  concerned  the  new  treatment 
of  step-parent  income  and  assets.  Of  the 
ten  wTitten  responses  which  were  re¬ 
ceived,  all  expressed  the  view  that  the 
step-parent’s  income  should  not  be  used 
in  computing  the  income  of  the  student’s 
“family”  because  the  step-parent  is  not 
legally  responsible  for  the  step-child. 
However,  the  regulation  was  not 
changed  for  the  following  reasons.  The 
general  objective  of  the  authorizing  leg¬ 
islation  for  the  Basic  Grant  Program  is 
to  provide  Federal  financial  aid  to  a 
student  if  his  own  resources  and  the  fi¬ 
nancial  support  that  should  reasonably 
be  expected  from  his  family  are  insuffi¬ 
cient  to  pay  his  costs  of  education.  The 
determination  of  who  can  reasonably  be 
expected  to  contribute  to  a  student’s 
education  is  not  based  upon  legal  re- 
sponsibUity  for  the  student.  The  statute 
provides  in  Section  411(a)  (3)  (b)  (iil) 
that  family  income  for  these  purposes  Is 


that  “received  by  the  parents  or  guard¬ 
ian  of  that  student  (or  the  person  or 
persons  having  an  equivalent  relation¬ 
ship  to  such  student)  •  •  •”  Therefore 
the  purpose  of  the  regulation  is  not  to 
determine  the  legal  responsibility  of  the 
step-i>arent  towards  the  student,  but 
rather  to  determine  whether  or  not  the 
step-parent  has  a  financisd  relationship 
with  the  student  equivalent  to  that  of 
a  parent  or  guardian.  The  student’s  resi¬ 
dence  with  the  step-parent  is  the  deter¬ 
mining  factor  upon  which  the  equiv¬ 
alency  of  this  relationship  is  based. 

Secondly,  the  proposed  regulation, 
which  would  include  the  income  of  the 
spouse  of  a  “responsible”  parent  if  the 
student  is  living  in  the  same  household, 
is  consistent  with  the  practice  adopted 
by  the  need  analysis  system  used  by  over 
90  percent  of  the  schools,  the  College 
Scholarship  Service  (CSS)  and  the 
American  College  Testing  Program 
(AC7T)  as  well  as  with  the  common 
methodology  of  need  analysis  adopted  by 
the  National  Task  Force  on  Student  Aid 
Problems.  This  approach  provides  equity 
of  treatment  to  students  in  similar  eco¬ 
nomic  situations  since  it  includes  only 
those  step-parents  whose  financial  rela- 
tion^p  to  the  student  is  essentially 
equivalent  to  that  of  the  student’s  nat¬ 
ural  parents. 

A  step-parent  situation  would  also 
exist  in  those  cases  w'here  a  parent  is  a 
widow  or  widower  and  has  remarried. 
The  regulations  have  been  amended  to 
Include  a  step-parent’s  income  and  as¬ 
sets  in  the  calculation  of  the  family  con¬ 
tribution  in  these  situations. 

In  addition  to  the  amendments  sub¬ 
mitted  in  the  notice  of  proposed  rule- 
making.  the  regulations  also  ccmtain 
modifications  not  included  under  the 
proposed  rulemaking  procedure. 

The  Education  Amendments  of  1976 
include  modifications  in  the  family  con¬ 
tribution  schedule  which  require  regula¬ 
tory  action.  Primarily,  the  new  law  spec¬ 
ifies  that  the  educational  expenses  of 
other  dependent  children  must  be  con¬ 
sidered  in  the  determination  of  expected 
family  contribution.  Since  situations 
where  more  than  one  student  is  enrolled 
in  postsecondary  education  are  presently 
provided  for  in  the  calculation  of  the 
family  contribution,  the  amendments  to 
the  r^ulations  incorporate  an  offset  for 
the  tuition  paid  by  the  parents  for  those 
dependent  students  enrolled  in  elemen¬ 
tary  and  secondary  education  only.  Sim¬ 
ilar  provisions  are  included  for  inde¬ 
pendent  students.  The  amended  regula¬ 
tions  provide  that  tuition  paid  for  the 
elementary  and  secondary  education  of 
other  dependent  children  shall  be 
treated  as  an  additional  offset  against 
the  effective  family  income. 

The  new  legislation  also  Includes  an 
amendment  which  repeals  the  provision 
dealing  with  the  effective  income  of  the 
student.  For  this  reason,  the  definition 
of  “effective  income  of  the  student”  has 
been  deleted,  and  the  definition  of  “an¬ 
nual  adjusted  family  income”  has  been 
amended  to  include  any  amount  paid 
under  the  Social  Security  Act  to,  or  on 
account  of,  the  student  for  educational 


purposes,  or  one-half  of  any  Veterans 
Educational  Benefits  received  by  the  stu¬ 
dent.  This  is  a  technical  adjustment 
whidi  will  have  no  effect  on  the  actual 
calculation  of  the  family  contribution. 

Other  amendments  and  changes,  as 
follows,  are  primarily  of  a  technical  na¬ 
ture  and  are  not  dictated  by  the  new 
legislation.  The  definition  of  parent  is 
amended  to  exclude  legal  guardians.  Un¬ 
der  the  law  a  legal  guardian  is  not  re¬ 
sponsible  to  maintain  his  ward  with  his 
own  funds  but  is  generally  charged  only 
with  administering  his  ward’s  estate. 
Hierefore.  a  legal  guardian  would  be 
considered  a  “parent”  for  Basic  Grant 
purposes  only  if  that  person  did,  or  will, 
provide  more  than  one-half  of  the  stu¬ 
dent’s  support  during  the  year  for  which 
aid  is  requested.  This  amendment  pro¬ 
vides  more  equitable  treatment  in  those 
cases  where  a  legal  guardian  relation¬ 
ship  exists,  and  would  no  longer  auto¬ 
matically  treat  a  legal  guardian  as  a 
parent. 

The  regulations  are  also  amended  to 
exclude  from  the  calculation  of  expected 
family  contribution  any  income  or  assets 
received  by  Indian  and  Native  American 
families  (mt  students  as  a  result  of  judg¬ 
ment  claims;  or  property  which  may  not 
be  sold  or  encumbered  without  the  con¬ 
sent  of  the  Secretary  of  the  Interior;  or 
any  other  property  held  in  trust  by  the 
United  States  Government.  This  pro¬ 
vides  compatibility  with  the  proposed 
treatment  of  these  income  and  assets  by 
Oie  campus-based  student  aid  programs 
administered  by  the  Office  of  Education, 
specifically  the  Supplemental  Educa¬ 
tional  Opportunity  Grant,  the  College 
Work-Study  and  National  Direct  Stu¬ 
dent  Loan  Programs.  A  notice  of  pro¬ 
posed  rulemaking  was  published  in  the 
Federal  Register  on  August  27,  1976  (41 
PR  36322),  by  the  campus-based  pro¬ 
grams  concerning  this  new  treatment  of 
Indian  and  Native  American  income  and 
assets  and  a  final  regulation  for  these 
programs  is  expected  to  be  published  in 
the  near  future. 

As  stated  in  the  notice  of  proposed 
rulemaking,  the  6  percent  figure  for  the 
rise  in  the  cost  of  living  was  used  as  an 
estimate  to  determine  the  family  size  off¬ 
sets  with  the  expectation  that  it  would 
need  to  be  adjusted.  In  actuality,  the 
Consumer  Price  Index  rose  only  5.3  per¬ 
cent  and  family  size  offsets  have  been  al¬ 
tered  to  reflect  that  figure. 

It  should  be  further  noted  that  in  view 
of  the  pressing  need  to  incorporate  the 
provisions  dealing  with  the  treatment  of 
legal  guardians  and  of  the  settlement 
claims  of  Native  and  Indian  Americans 
as  part  of  the  application  process  for  the 
1977-78  academic  year,  it  has  been  de¬ 
termined  in  accordance  with  5  U.S.C. 
553(b)  that  to  resort  to  proposed  rule- 
making  procedures  with  respect  to  this 
provision  would  be  impractical  and  con¬ 
trary  to  public  Interest.  Since  the  Family 
Contribution  Schedules  are  required  to 
be  submitted  annually  for  Congressional 
approval  and  public  comments,  there  will 
be  additional  opportunity  to  make  fur¬ 
ther  modifications  If  subsequent  program 


FEDERAL  REGISTER,  VOL.  42,  NO.  1 26— THURSDAY,  JUNE  30,  1977 


RtflES  AND  REGULATIONS 


33503 


experience  and  public  comments  warrant 
such  changes. 

The  Family  Contribution  Schedules  as 
published  also  contained  smne  technical 
Inaccuracies  and  omissicms.  These  inac¬ 
curacies  and  omissions  have  been  cor¬ 
rected  in  this  publication  of  the  regula¬ 
tions. 

In  light  of  the  foregoing.  Part  190  of 
Title  45  of  the  Code  of  Federal  Regula¬ 
tions  is  amended  by  the  revision  of  Sub¬ 
part  C  and  D  as  set  forth  below. 

Effective  date:  These  regulations  are 
effective  July  1. 1977.  In  addition,  pursu¬ 
ant  to  section  431(d)  of  the  General  Ed¬ 
ucation  Provision  Act,  as  amended,  (20 
U.S.C.  1232(d))  these  regxilations  have 
been  transmitted  to  the  Congress  con¬ 
currently  with  the  publication  of  this 
document  in  the  Federal  Register. 

Note. — The  Office  of  Education  has  deter¬ 
mined  that  this  document  does  not  contain 
a  major  proposal  requiring  preparation  of  an 
Inflation  Impact  Statement  under  Executive 
Order  11821  and  OMB  Circular  A-107. 

(Catalog  of  Federal  Domestic  Assistance  No. 
18.639  Basic  Educational  Opportunity  Grant 
Program.) 

Dated:  March  9. 1977. 

t  William  F.  Pierce, 

Acting  Commissioner 
of  Edttcation. 

Approved:  June  22, 1977. 

Joseph  A.  Calitano,  Jr.. 

Secretary  of  Health, 

Education,  and  Welfare. 

1.  Subparts  C  and  D  of  Part  100  of 
Title  45  of  the  Code  of  Federal  Regula¬ 
tions  are  revised  to  read  as  follows: 

Swbpsrt  C — Expected  Family  Contributiofi  for 
Dependent  Students 

Bee. 

190A1  Indicators  of  flnanclal  strength. 
190A2  ^Mclal  deflnltlons. 

190A2a  Annual  adjusted  family  Income. 

190.33  The  expected  family  contribution 

for  dependent  students  from  ef¬ 
fective  Income. 

190.34  [Reserved] 

190.35  Computation  of  standard  expected 

contribution  from  parents’  assets. 

190.36  Computation  for  expected  contribu¬ 

tion  from  parents’  Income,  and 
assets,  adjusted  for  number  of 
family  members  attending  Insti¬ 
tutions  of  poetseoondary  educa¬ 
tion. 

190.37  Computation  of  expected  contribu¬ 

tion  from  Student’s  assets. 

190A8  Computation  of  the  total  expected 
family  contribution. 

190.39  Extraordinary  clrciimstances  affect¬ 
ing  the  expected  family  contri¬ 
bution  determination  for  depend¬ 
ent  students. 

Subpart  D — Expected  Family  Contribution  for 
Indepondant  Students 

190.41  Indicators  of  flnanclal  strength. 

190.42  Special  deflnltlons. 

100.42a  Annual  adjusted  family  Income. 

190.43  The  expected  family  contribution 

for  Independent  students  from 
annual  adjusted  family  Income. 

190.44  (Reserved] 

190.45  Cmnputatlon  of  expected  contribu¬ 

tions  from  the  assets  of  the  Inde¬ 
pendent  student  and  his  or  her 
spouse. 


Sec. 

190.46  Conq>utation  for  expected  contribu¬ 

tion  from  annual  adjusted  family 
Inomne  and  assets  adjusted  for 
number  of  family  members  at¬ 
tending  Institutions  of  post¬ 
secondary  education. 

190.47  Computation  of  total  expected 

family  contribution. 

190.48  Extraordinary  circumstances  affect¬ 

ing  the  expected  family  contribu¬ 
tion  determination  for  the  Inde¬ 
pendent  student. 

Autuoritt:  Sec.  431(d),  General  Educa¬ 
tion  Provision  Act,  as  amended  (20  DB.C. 
1232  (d) ) . 

Subpart  C — Expected  Family  Contribution 
for  Dependent  Students 

§190.31  Indicators  of  financial  strength. 

“Expected  family  contribution”  with 
respect  to  each  dependent  student  means 
the  amount  which  the  family  of  that 
student  may  reasonably  be  expected  to 
contribute  toward  the  coat  of  his  educa¬ 
tion  for  an  acedemlc  year.  Elach  of  the 
following  elements  of  financial  strength 
will  be  considered  in  determining  the 
family  contribution  for  dependent  stu¬ 
dents: 

(a)  The  amount  oi  effective  Income  of 
the  student’s  parent(s) . 

(b)  The  number  of  dependents  of  the 
student’s  parent(s) . 

(e)  The  number  of  dependents  of  the 
student’s  parent  (s)  who  are  in  attend¬ 
ance,  on  at  least  a  half-time  basis,  in  a 
program  of  postsecondary  education. 

(d)  The  assets  of  the  student. 

(e)  The  assets  of  the  student’s  par¬ 
entis). 

(f)  Unusual  expenses  of  the  student 
and  the  unusual  expenses  of  the  student’s 
parent(s).  Such  unusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  a  catastrophe. 

(g)  The  additional  expanses  incurred 
in  providing  an  inemne  when  two  par¬ 
ents  are  employed  or  when  a  family  is 
headed  by  a  single  parent. 

(h)  The  amoimt  of  unrelmbiursed  ex¬ 
penses  incurred  for  tuition  by  the  stu¬ 
dent’s  parents  for  other  dependent 
children  enrolled  in  an  elementary  or 
secemdary  school. 

(20  UB.C.  1070A(a)  (3)  (B)  (U) .) 

§  190.32  Special  definitiona. 

For  purposes  of  this  subpart: 

(a)  The  definition  of  “annual  adjusted 
family  Income”  is  set  forth  in  (  190.32a. 

(b)  “Assets”  means  cash  on  hand  in¬ 
cluding  amoimts  in  checking  accounts, 
savings  accounts  and  trusts,  the  ciurent 
market  value  at  the  time  of  application 
of  stocks,  bonds,  any  other  securities, 
real  estate,  home  (if  owned),  Income 
producing  property,  business  equipment 
and  business  inventory  which  are  held 
by  the  student’s  parents  and  by  the  stu¬ 
dent.  However,  for  Indian  or  Native 
American  students,  any  property  re¬ 
ceived  pursuant  to  an  award  under  the 
Distribution  of  Judgement  Funds  Act  (25 
UJ3.C.  1401,  et  seq.)  or  the  Alaska  Native 
Claims  Settlement  Act  (43  UJ3.C.  1601,  et 
seq.) ,  any  property  which  may  not  be  sold 


or  enciunbered  without  the  consent  of  the 
Secretary  of  Interior,  or  any  other  prop¬ 
erty  held  in  tnut  for  the  student  or  his 
fainJly  by  the  united  States  Government 
Shan  not  be  considered  as  an  asset  of  the 
student  or  his  family  for  purposes  of 
determining  his  expected  family  con¬ 
tribution. 

(c)  “Base  year”  means  the  tax  year 
for  which  Information  is  requested  by 
the  Commissioner  for  the  purpose  of 
determining  family  Income. ' 

(d)  “Business  Assets”  means  property 
that  is  used  in  the  operation  of  a  trade 
or  business  including  real  estate  inven¬ 
tories,  buildings,  machinery  and  other 
equipment  inventories,  patents,  franchise 
lights,  and  copy  rights. 

(e)  “Dependent  student”  means  any 
student  who  does  not  qualify  as  an  inde¬ 
pendent  student  as  defined  in  §  190.42 
(a). 

(f)  “Effective  family  income”  of  a 
student’s  parents  means  the  annual  ad¬ 
justed  family  income  received  for  the 
base  year  minus  the  Federal  income  tax 
paid  or  payable  with  respect  to  such  in¬ 
come  during  the  base  year. 

(20  UB.C.  1070a(a)  (3)  (B)  (iU) .) 

(g)  “Employmmt  expenses  offset” 
means  an  allowance  to  meet  expense.^ 
relating  to  emirfoyment  where  both  par¬ 
ents  are  raiployed  or  where  one  parent 
qualifies  as  a  surviving  spouse  or  as  head 
(if  a  hous^old  under  section  2  of  the  In¬ 
ternal  Revenue  Cixle. 

(h)  “Expoises  arising  from  catastro- 
I^e”  means  those  tsrpes  and  amoimts  of 
casualty  losses  which  may  be  deducted 
und^  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  incurred  dur¬ 
ing  the  base  year  by  the  student,  the  par¬ 
ents  of  the  student  and  the  parents’ 
dependents. 

(20  U.S.C.  1070a(a)  (3)  (B)  (li)  (V) .) 

(i)  “Family  size  offset”  mecuis  an  al¬ 
lowance  to  meet  subsistence  expenses,  in¬ 
cluding  food,  shelter,  clothing,  and  other 
basic  needs  of  a  family.  For  purposes  of 
this  part  the  “Weighted  Average  Thresh¬ 
old  at  the  Low  Income  Levd,”  as  devel¬ 
oped  by  the  Social  Security  Administra¬ 
tion  shall  be  used  as  a  basis  to  determine 
the  amount  for  the  family  size  offset. 

(J)  “Farm  Assets”  means  any  prop¬ 
erty  owed  and  used  in  the  operation  of 
a  farm  for  profit.  Including  real  estate, 
livestock,  livestock  products,  (Tops,  farm 
machinery,  and  other  equipment  inven¬ 
tories.  A  farm  is  not  considered  to  be  op¬ 
erated  for  pr(^t  if  crops  or  livestock  are 
raised  mainly  for  the  use  of  the  family, 
but  some  income  is  derived  fnnn  inci¬ 
dental  sales. 

(k)  “P^eral  income  tax”  means  the 
tax  on  income  paid  to  the  U.S.  Govern¬ 
ment  under  chiupter  2  ot  the  Internal 
Revenue  Code  and  the  tax  (m  inixxne 
pedd  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws  ai^li(»ble 
to  those  Jurisdictions. 

(20  n.S.0. 1070a(a)(3)  (B)  (ill) .) 
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(1)  “Medical  expenses”  means  those 
Irpes  of  medical  and  dental  expenses, 
except  premiums  for  medical  insurance, 
that  may  be  deducted  imder  section  213 
of  the  Intmial  Revenue  Code  which  were 
Incurred  during  the  base  year  by  the 
stud^t,  the  parents  of  the  studmt  and 
the  parents’  dependents. 

(m)  “Net  f  jsets’’  means  the  current 
market  value  of  the  assets  Included  in 
paragraph  (b)  of  this  section,  minus  the 
outstanding  liabilities  (indebtedness) 
against  such  assets  at  the  time  of  appli¬ 
cation. 

(n)  (1)  For  purposes  of  this  Subpart 
and  Subpcul  D,  “parent”  means  the 
mother  or  father  of  a  student  unless  any 
other  person,  exc^t  the  student  or  the 
student’s  sixmse,  during  the  base  year 
provided  more  than  one-half  of  the 
student’s  support  and  claimed  or  was  eli¬ 
gible  to  claim  the  student  as  an  exemp¬ 
tion  for  Federal  income  tax  purposes. 

(2)  Notwithstaixiing  the  provisions  of 
paragraph  (n)(l)  of  this  section,  the 
student’s  mother  or  father  will  be  con¬ 
sidered  the  student’s  parent  (i)  if.  for 
the  calendar  year(s)  for  which  aid  is  re¬ 
ceived  or  the  calendar  year  prior  to  the 
school  year  for  which  aid  is  requested, 
either  claimed  or  will  claim  the  student 
as  an  exemption  for  Federal  income  tax 
purp>oses,  or  contributed  or  w’ill  con¬ 
tribute  more  than  $600  to  the  student  in 
any  of  such  years,  or  (ii)  if  the  student 
has  lived  or  will  live  for  more  than  two 
consecutive  weeks  in  their  home  during 
such  years. 

(3)  If  neither  the  student’s  mother  or 
father  qualify,  for  purposes  of  this  part, 
as  the  student’s  parent  under  paragraphs 
(n)  (1)  and  (2)  of  this  section,  the  per¬ 
son,  other  than  the  student’s  spouse,  who 
provides  or  will  provide  more  than  one- 
half  of  the  student’s  support  f(w  the  first 
calendar  year  in  which  assistance  is  re¬ 
quested  shall  be  considered  the  student’s 
parent. 

(4)  If  neither  the  student’s  mother  or 
father  qualifies,  for  purposes  of  this  part 
as  the  student’s  parent  under  paragraph 
(n)  (1)  and  (2)  of  this  section,  and  If  no 
person,  except  the  student’s  spouse,  pro¬ 
vides  more  than  one-half  of  the  stu¬ 
dent  s  support  in  the  first  calendar  year 
in  which  assistance  is  requested,  the  per¬ 
son  other  than  the  student’s  spouse  who 
provided  more  than  half  of  the  student’s 
support  in  the  base  year  shall  be  con¬ 
sidered  the  student’s  parent 

(o)  “Student’s  parents’  dependents” 
meai^  any  of  the  following  persons  for 
whom  the  parents  provide  or  will  pro¬ 
vide  during  the  calendar  year  In  which 
the  student  applies  to  have  his  expected 
family  contribution  determined  more 
than  one-half  of  support:  (1)  Any  other 
children  of  the  student’s  parents;  (2)  any 
other  persons  related  to  the  student’s 
parents  by  blood  or  marriage;  or  (3)  any 
person  living  with  the  parents. 

(20  UA.C.  1070a(a)  (3)  (B)  unless  otherwise 
noted.) 

§  190.32a  Annual  adjusted  family  in- 
rome. 

(a)  “Annual  adjusted  family  ln<x>me” 
for  any  base  year  Includes,  except  as 


provided  in  paragraph  (b)  of  this  sec¬ 
tion — 

(1)  ’The  sum  received  in  the  base  year 
by  the  student’s  parents’  from: 

(1)  Adjusted  gross  Income  as  defined 
by  section  62  of  the  Internal  Revenue 
Code,  regardless  of  whether  the  parent 
filed  an  income  tax  return; 

(ii)  Investment  incmne  upon  which 
no  Federal  income  tax  need  be  paid.  An 
example  of  such  income  is  the  interest 
on  State  and  municipal  bonds;  and 

(iil)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid.  Exam¬ 
ples  of  such  income  include  child  sup¬ 
port  payment,  income  from  Income 
maintenance  programs  such  as  welfare 
benefits  and  social  security  benefits. 

(2)  Any  Social  Security  benefits  paid 
to  or  on  account  of  the  student  in  the 
base  year;  and 

(3)  One-half  of  any  amount  to  be 
paid  to  a  student  under  chiq^ters  34  and 
35  of  the  United  States  Code  (veteran’s 
benefits)  in  the  academic  year  for  which 
aid  is  requested; 

(b)  For  an  Indian  or  other  Native 
American  student,  the  income  received 
by  the  student  or  his  family  pursuant  to 
an  award  made  under  the  Distribution 
of  Judgment  Ftmds  Act  (25  U.S.C.  1401 
et  seq.)  or  the  Alaska  Native  Claims  Set¬ 
tlement  Act,  (43  U.S.Ci.  1601,  et  seq.) 
will  not  be  included  in  determining  the 
annual  adjusted  family  income. 

(c)  For  a  student  whose  parents  are 
divorced  qr  separated,  only  the  income  as 
described  in  paragraph  (a)  of  this  sec¬ 
tion  of  the  parent  who  provides  more 
than  one-half  of  the  student’s  support 
in  the  base  year  shall  be  considered  in 
determining  the  annual  adjusted  family 
income.  If  no  parent  provides  more  than 
one-half  of  the  student’s  suM>ort  only 
the  income  as  described  in  paragr^h  (a) 
of  the  section  of  the  parent  who  provided 
the  greater  amoimt  of  the  student’s  fi¬ 
nancial  support  in  the  base  year  shall  be 
considered  in  determining  the  annual  ad¬ 
justed  family  income. 

(d)  For  the  student  whose  parents  are 
married,  not  separated  and  ^e  separate 
returns  for  Federal  income  tax  purposes, 
the  income  as  described  in  paragraph 
(a)  of  this  section  of  both  parents  shall 
be  combined  to  determine  the  annual  ad¬ 
justed  family  income  for  that  student. 

(e)  If  a  parent  whose  incmne  is  taken 
into  accoimt  under  paragraph  (c)  of 
this  section  has  remarried,  the  Income 
of  that  parent’s  spouse  shall  also  be  con¬ 
sidered  in  determining  the  annual  ad¬ 
justed  family  income  of  the  student  if 
the  student  has  resided  dining  the  base 
year  or  will  reside  during  the  calendar 
year  subsequent  to  the  base  year  with 
that  parent  and  that  parent’s  spouse. 

(f )  If  a  parent  whose  income  is  taken 
into  accoimt  under  paragraph  (a)  of  this 
section  was  a  widow  or  widower  and  that 
parent  has  remarried,  the  income  of  that 
parent’s  spouse  shall  also  be  considered 
in  determining  the  annual  adjusted  fam¬ 
ily  income  of  the  student  if  the  student 
has  resided  during  the  base  year  or  will 
reside  during  the  calendar  year  subse¬ 


quent  to  tlie  base  year  with  that  parent 
and  that  parent’s  spouse. 

(20nB.C.  1070a(»)  (3)  (B).) 

§  190.33  'Die  expected  family  contribu¬ 
tion  for  dependent  students  from 
effective  income. 

’The  expected  family  contribution  for 
dependent  students  from  effective  in¬ 
come  shall  be  an  amount  determined  in 
the  following  manner: 

(a)  Determine  the  effective  family  In- 
c(»ne  of  the  student’s  parents. 

(b)  Determine  discretionary  income 
by  deducting  from  the  amount  calcu¬ 
lated  in  paragraph  (a)  of  this  section 
the  following: 

(1)  Family  size  offset.  A  family  size 
offset  in  the  amount  specified  in  the  fol¬ 
lowing  table.  Family  members  include 
the  student,  the  student’s  parents  and 
the  student’s  parents’  dependents.  If 
the  parents  are  divorced  or  separated, 
family  members  shall  include  the  stu¬ 
dent,  any  parent  whose  income  is  taken 
into  account  for  the  purpose  of  comput¬ 
ing  the  annual  adjusted  family  income 
and  that  parent’s  dependents.  If  the 
parents  are  divorced  and  the  parent 
whose  income  is  taken  into  account  for 
the  purpose  of  computing  the  annual  ad¬ 
just^  family  income,  has  remarried  or 
if  the  parent  was  a  widow  or  widower 
who  has  remarried,  family  members  shall 
also  include  any  dependents  of  that 
spouse  if  the  new  spouse’s  income  is  taken 
into  account  in  determining  the  annual 
adjusted  family  Income. 

Family  Size  Offsets 


Dollar 

Family  members:  amounts 

2  . 3,850 

3  . 4,660 

4  .  6,900 

5  . 6,950 

6  . 7,900 

7  . 8,750 

8  . . . .  9,  650 

9  _ 10,660 

10  .  11,460 

11  . 12,300 

12  _ 13,200 


(2)  Unusual  expenses.  ’The  amount  by 
which  the  sum  of  medical  and  dental 
expenses  and  losses  resulting  from  catas¬ 
trophes  incurred  in  the  base  year  and 
not  compensated  by  insurance  exceeds 
20  percent  of  effective  family  income. 
Unusual  expenses  may  be  d^ucted  if 
they  were  incurred  by  the  student,  the 
student’s  parents  and/or  the  student’s 
parents’  dependents. 

(3)  Employment  expense  offset.  An 
emplo5mient  expense  offset  in  an  amount 
equal  to  50  percent  of  the  adjusted  gross 
income  earned  in  the  base  year  by  the 
parent  earning  the  lesser  income  if  both 
parents  are  employed,  or  50  percent  of 
the  adjusted  gross  income  earned  in  the 
base  year  of  a  parent  qualifying  as  sur¬ 
viving  spouse  or  as  head  of  household  as 
defined  in  sectlim  2  of  the  Internal  Rev¬ 
enue  Code,  but  in  no  case  shall  such  an 
offset  exceM  $1,500.  ’Die  expense  may  be 
claimed  only  if  the  Income  of  both  par¬ 
ents  or  the  inc(Mne  of  the  surviving 
spouse  or  head  of  household  is  taken  into 
account  for  the  purposes  of  computing 
the  annual  adjusted  family  lnc(Hne. 
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(4)  Educational  expenses  offset.  The 
atuount  of  mandatory  and  unreimbursed 
tuition  paid  during  the  base  year  by  the 
student’s  parents  for  other  dependent 
children  enrolled  in  an  elementary  or 
secMidary  schooL 

<c)  To  determine  the  expected  family 
contribution  from  parental  income  the 
foUf)wlng  rates  shall  be  applied  to  dis¬ 
cretionary  income: 

$0 _  (No  contribution  ex¬ 

pected.) 

$1  to  4,999 _  20  percent  of  Discretion¬ 

ary  Income. 

$5,000  or  more  $1,000  plus  30  percent  of 
Discretionary  Income  In 
excess  of  B.OOO. 

(20  U.S.C.  1070a(a)(3)(B).) 

§  190.34  [Reserved] 

§  190.35  Gimputation  of  standard  ex¬ 
pected  contribution  from  parents* 
assets. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  sectim,  the  expected 
contribution  from  parental  assets  shall 
be  an  amount  determined  in  the  follow¬ 
ing  manner: 

(1)  Determine  the  net  assets  owned 
by  the  parents. 

(2)  If  the  net  assets  determined  in 
(laragraph  (a)  (1)  of  this  section  include 
farm  assets  or  business  assets  as  defined 
in  §  190.32(d)  and  (j),  deduct  an  asset 
reserve  of  $25,000  from  the  net  assets, 
except  that  an  asset  reserve  of  no  mmre 
than  $12,500  may  be  deducted  from  non¬ 
farm  and/or  non-business  assets  owned 
by  the  parents.  If  the  net  assets  deter¬ 
mined  in  paragraph  (a)  (1)  of  this  sec¬ 
tion  do  not  Include  farm  or  business 
assets,  deduct  an  asset  reserve  of  $12,500 
from  the  net  assets. 

(3)  'The  contribution  from  parental 
assets  shall  be  an  amoimt  equal  to  5  per¬ 
cent  of  the  remainder  obtained  in  sub- 
paragraph  (2)  of  paragraph  (a)  of  this 
section.  • 

(b) (1)  Where  the  calculations  required 
by  §  190.33(b)  produce  an  amoimt  of 
negative  discretionary  income  as  defined 
in  subparagraph  (2V  of  this  paragraidi. 
the  expected  contribution  from  parents’ 
assets,  calculated  in  subparagraph  (3) 
of  peu^graph  (a)  of  this  s^ion,  shall  be 
reduced  by  the  amoimt  of  such  negative 
discretionary  income. 

(2)  'The  amount  of  negative  discre¬ 
tionary  income  is  the  amount  by  which 
the  sum  of  deductkms  for  offsets  and 
expenses  set  forth  in  f  190.33  (b>(  4) 
through  §  190.33(b)  (4)  exceeds  the 
amoimt  of  income  determined  in 
S  190.33(a). 

(c) (1)  If  the  student’s  parents  are 
separated,  or  divorced  and  not  remarried, 
only  the  assets  of  the  parent  whose  in¬ 
come  is  taken  into  account  for  the  pur¬ 
pose  of  computing  annual  adjusted  fam¬ 
ily  income  shall  be  consider^. 

(2)  If  the  student’s  parents  are  di¬ 
vorced  and  the  parent  whose  income  is 
taken  into  account  pursuant  to  S  190.32a 
has  remarried,  or  if  the  parent  was  a 
widow  or  widower  who  has  remarried, 
and  the  parent’s  spouse’e  income  is  also 
taken  into  consideration  pursuant  to 


L  190.32a»  the  assets  of  that  parent’s 
spouse  shaS  also  be  cocsidered. 

S  4fH).36  C— apwtsti—  for  expected  e— 
tribatioii  fraat  parents*  ineanw, 
and  sii«ets»  adjnsl^  far  number  of 
family  membm  attending  institu¬ 
tions  of  postsccoudary  education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  parents’  Income  as  deter¬ 
mined  in  i  190.33  shall  be  added  to  the 
amount  expected  from  parents’  assets  as 
determined  in  S  190.35. 

(b)  (1)  For  each  grant  the  combined 
expectation  determined  in  paragraph  (a) 
of  this  section  shall  be  further  adjusted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the  aca¬ 
demic  year  for  which  basic  grant  assist¬ 
ance  is  requested : 

Number  of  fam- 
Uy  members 
attending  in¬ 
stitutions  of  Expected  contribution  from 
postsecondary  combined  contribution  per 


education:  student 

1  _  100  percent  of  contribu¬ 

tion  from  the  amount 
determined  in  paragraph 
(a)  of  this  section. 

2  . . .  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

3  - - -  50  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

4  or  mure -  40  percmit  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 


(2)  Family  members  include  the  stu¬ 
dent,  the  student’s  parents  and  the  stu¬ 
dent’s  parents*  dependents. 

(3)  If  the  Student’s  parents  are  sepa¬ 
rated,  or  divorced  and  not  remarried, 
family  members  shall  include  the  stu¬ 
dent,  any  parent  whose  inciune  is  taken 
into  account  for  the  purpose  of  com¬ 
puting  annual  adjusted  family  Income 
and  ttiat  parent’s  dependents. 

(4)  If  the  student’s  parents  are  di¬ 
vorced  and  the  parent  whose  Income  is 
taken  into  account  has  remarried,  or  if 
the  parent  was  a  widow  or  widower  and 
has  remarried,  and  if  the  parent’s 
spouse’s  income  is  taken  into  account  for 
the  purpose  of  computing  the  annual  ad¬ 
just^  family  income,  family  members 
shall  also  include  any  dependents  of  that 
parent  and/or  spouse. 

§  190.37  Conpulalion  of  expected  eon- 
tribntkm  from  atudent’s  ■■■ets. 

Tor  each  grant  the  cirntrlbutlon  from 
the  student’s  assets  shall  be  an  amount 
equal  to  33  per  coitum  of  his  net  assets 
as  defined  in  i  190.32(m). 

(20  VS.C.  1070a  (a)  (3)  (B).) 

§  19038  Com^tation  of  die  total  ex- 
peeted  fam^y  coatributioii. 

Fm*  each  grant  the  totel  expected 
family  contribution  shall  be  the  sum  of: 


(a)  ’The  expected  contributlfm  from 
discretionary  income  and  parents’  assets 
as  determined  In  f  19030,  and 

(b)  The  expected  contribution  from 
the  student’s  assets  as  determined  in 
i  190.37. 

(20  nJ3.C.  1070a.) 

§  190.39  Extraoadinary  circumaiaaees 
affecting  the  expected  family  con- 
tribation  determination  for  depend¬ 
ent  students. 

(a)  An  applicant  may  submit  an  appli¬ 
cation  to  the  Commissioner,  for  deter¬ 
mination  (ff  the  applicant’s  expected 
family  contribution,  (or,  if  such  an  ap¬ 
plication  has  previously  been  submitted, 
may  submit  a  new  application)  which 
shAii  use  as  the  base  year  for  this  purpose 
the  tax  year  subsequent  to  the  base  year 
established  by  the  CTmnmissloner  if: 

(1)  A  parent  whose  Income  was  in¬ 
cluded  in  the  calculation  of  expected 
family  contribution  as  determined  in 
§  190.33  has  died  in  the  base  year  or  the 
tax  year  subsequent  to  the  b^  year,  or 

(2)  A  parent  whose  income  was  in¬ 
cluded  in  the  calculation  of  the  expected 
family  contributiem  as  determined  in 
S  190.33  has  experienced  loss  of  employ¬ 
ment  of  at  least  ten  (10)  weeks  during 
the  tax  year  subsequmt  to  the  base  year, 
or 

(3)  A  parent  vhose  incixne  was  in¬ 
cluded  in  the  calculation  of  the  expected 
family  contribution  as  determined  in 
i  190.33  has  been  unable  to  pursue  nor¬ 
mal  income-producing  activities  for  a 
period  of  at  least  ten  (10)  weeks  during 
the  tax  year  by  reason  of;  (1)  disability 
or.  (H)  loss  or  damage  to  income-pro¬ 
ducing  property  as  a  result  of  natural 
disaster,  or 

(4)  The  parents  of  a  dependent  stu¬ 
dent  appkant  have  become  separated  or 
divorced  since  the  time  the  st^ent  sub¬ 
mitted  his  appUcation. 

(b)  An  application  submitted  pursuant 
to  paragraph  (a)  of  this  section  shall  in¬ 
clude  the  annual  adjusted  family  Income 
received  for  the  newly  established  base 
year,  Le.,  the  tax  year  subsequent  to  the 
original  base  year.  If  necessary,  an  es¬ 
timate  of  the  annual  adjusted  family 
income  shall  be  provided  for  the  re¬ 
mainder  of  such  year. 

(20  U.S.C.  1070a(a)  (3)  (B)  (1)  (V) .) 

Subpart  [>— Expected  FamHy  Contribution 
for  Independent  Students 

§190.41  fndiratora  of  financial  !«tronglh. 

“Expected  Family  Contribution”  with 
respect  to  each  independent  student 
means  the  amount  which  that  student, 
and  his  or  her  spouse,  if  any,  may  rea¬ 
sonably  be  expected  to  ccmtrlbute  toward 
the  cost  of  his  or  her  education  for  an 
academic  year.  Each  of  the  following 
dements  of  financial  strength  will  be 
considered  in  determining  the  family 
contribution  for  independent  students: 

(a)  ’The  amount  of  annual  adjusted 
family  income  of  the  independent  stu¬ 
dent  and  the  independent  student’s 
spouse. 
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(b)  The  number  of  persons  whom  the 
Independent  stud^t  can  claim  ae  an 
exemption. 

(c)  The  niunber  of  dependents  of  the 
independent  student  who  in  addition  to 
the  student  will  be  In  attendance,  on  at 
least  a  half-time  basis,  in  a  program  of 
postsecondary  education. 

(d)  The  amount  of  the  assets  of  the 
independent  student  and  his  or  her 
spouse. 

(e)  The  unusual  expenses  of  the  inde¬ 
pendent  student,  and  his  or  their  de¬ 
pendents.  Such  imusual  expenses  shall 
be  limited  to  medical  and  d^tal  ex¬ 
penses  and  expenses  arising  from  cata¬ 
strophic 

(f)  The  additional  expenses  inciirred 
in  providing  an  income  where  both  the 
independent  stud^t  and  his  spouse  are 
employed  or  where  the  lnd^)endent  stu¬ 
dent  qualifies  as  a  surviving  sponse  or  as 
head  of  a  hous^cdd  under  section  2  of 
the  Internal  Revenue  Code. 

(g)  The  amount  of  unreimbursed  ex¬ 
penses  incurred  for  tuition  by  the  stu¬ 
dent  or  his  spouse  for  dependent  chlldrra 
enrolled  In  an  elementary  or  secondary 
school. 

(20  n.S.C.  1070a(&)  (3)  (C).) 

§  190.42  Special  definitions. 

For  the  purposes  of  this  subpart: 

(a)  (1)  A  student  shall  qualify  as  an 
independent  student  if  his  parent,  pur¬ 
suant  to  S  190.32(n),  is  his  mother  or 
father  and  if  he: 

(1)  Has  not  and  will  n(^  be  claimed  as 
an  exonption  for  Federal  Income  tax 
purposes  by  his  parent  for  the  calendar 
year(s)  In  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

(II)  Has  not  and  will  not  receive  fi¬ 
nancial  assistance  of  more  than  $600  per 
year  frwn  his  parent  in  the  calendar 
year(s)  In  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  Is  requested,  and 

(III)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  his  parents  during  the  calendar 
year  In  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  Is  requested. 

(2)  A  student  shall  qualify  as  an  inde¬ 
pendent  student  If.  pursuant  to  S  190.32 
(n)  the  student’s  parent  is  the  person, 
other  than  the*  student’s  spouse,  who 
provided  more  than  one-half  of  his  sup¬ 
port  In  the  base  year,  and  if  that  parent 
does  not  or  will  not  provide  one-half 
support  during  the  first  calendar  year 
for  which  aid  Is  requested. 

(3)  A  student  may  not  be  considered 
an  Independent  student  if,  pursuant  to 
8  190.32 (n),  his  parent  is  the  person, 
other  than  the  student’s  spouse,  who 
provided  or  will  provide  more  than  half 
of  his  support  for  the  first  calendar  year 
in  which  aid  Is  requested. 

(b)  l^e  definition  of  “annual  Adjusted 
Family  Income’’  Is  set  forth  In  8  190.42a. 

(c)  “Assets”  means  cash  on  hand  In¬ 
cluding  amounts  in  checking  accoimts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  applicatlcxi 


of  stocks,  bonds,  and  other  securities,  real 
estate,  home  (if  owned),  income  pro¬ 
ducing  property,  business  equipment  and 
business  inventory  which  are  held  by  ttie 
independent  student  and/or  his  spouse. 
However,  for  Indian  or  Native  American 
students,  any  property  received  pursuant 
to  an  award  imder  the  Distribution  of 
Judgment  P\mds  Act  (25  U.S.C.  1401,  et 
seq.)  or  the  Alaska  Native  Claims  Settle¬ 
ment  Act  (43  U.S.C.  1601,  et  seq.),  any 
property  which  may  not  be  sold  or  en¬ 
cumbered  without  the  consent  of  the 
Secretary  of  Interior,  or  any  other  prop¬ 
erty  held  in  trust  for  the  student  (m*  the 
student’s  spouse  by  the  United  States 
Government  as  an  asset  of  the  student 
or  his  spouse  shall  not  be  considered  as 
an  asset  for  purposes  of  determining  his 
expected  family  contribution. 

(d)  “Base  year”  means  the  tax  year 
for  which  Information  Is  requested  by 
the  Commissioner  for  the  purpose  of 
determining  family  Income. 

(e)  “Dependent”  means  the  independ¬ 
ent  student’s  spouse  and  any  of  the  fol¬ 
lowing  persons  for  whom  the  student  or 
his  spouse  provides  or  will  provide  dur¬ 
ing  the  calendar  year  In  which  the  stu¬ 
dent  applies  to  have  hls  expected  family 
contributicm  determined  more  than  one- 
half  of  support: 

(1)  Any  children  of  the  student  or  hls 
spouse;  (2)  any  other  persons  related  to 
the  studmt  or  hls  spouse  by  blood  or 
marriage;  or  (3)  any  pers(m  living  with 
the  student  and  hls  spouse. 

(f)  “Effective  family  income”  means 
the  annual  adjusted  family  income  re¬ 
ceived  during  the  base  year  minus  the 
Federal  income  tax  paid  or  payable  with 
respect  to  such  lnc(»ie. 

(g)  “Employment  expense  offset” 
means  an  allowance  to  meet  expenses  re¬ 
lating  to  employment  where  both  the 
Independent  student  and  his  or  her 
spouse  are  employed  or  where  the  inde¬ 
pendent  student  qualifies  as  a  surviving 
spouse  or  as  head  of  a  household  under 
section  2  of  the  Internal  Revenue  C(xle. 

(h)  “Expenses  arising  from  catas¬ 
trophe”  means  those  types  and  amounts 
of  casualty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  Incurred  by 
the  independent  student  and  his  depend¬ 
ents  during  the  base  year. 

(i)  “Family  size  offset”  means  an 
allowance  to  meet  subsistence  expenses. 
Including  food,  shelter,  clothing,  and 
other  basic  needs  of  the  Independent 
student  and  his  dependents.  For  pur¬ 
poses  of  this  part  the  “Weighted  Average 
Thresholds  at  the  Low  Income  Level,” 
as  developed  by  the  Social  Security  Ad¬ 
ministration,  shall  be  used  as  a  basis  to 
determine  the  amoimt  for  the  family  size 
offset  except  in  the  case  of  a  single  inde¬ 
pendent  student,  where  an  amount  esti¬ 
mated  to  be  equal  to  living  expenses  dur¬ 
ing  periods  of  nonenrollment  shall  be 
utilized. 

(j)  “Federal  Income  tax”  means  the 
tax  on  Income  paid  to  the  U.S.  Ck>vem- 
ment  imder  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  Income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  is¬ 


lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws  applica¬ 
ble  to  those  Jurisdictions. 

(30  VS.C.  1070a(»)  (3)  (B)  (lU) .) 

(k)  “Medical  expenses”  means  those 
types  of  medical  and  dental  expenses, 
except  pr^nlums  for  medical  Insurance, 
that  may  be  deducted  under  section  %13 
of  the  Internal  Revenue  Code,  which 
were  incurred  by  the  independent 
student  and  his  dependents  during  the 
base  year. 

(l)  “Net  assets”  means  the  current 
market  value  at  the  time  of  application 
of  the  assets  mcluded  in  paragraph  (c) 
of  this  section  minus  the  outstanding  lia¬ 
bilities  (indebtedness)  against  such 
assets. 

(20  UJ5.C.  1070a(a)  (3)  (C) .) 

§  190.42a  Annual  adjusted  family  in¬ 
come. 

(a)  “Annual  adjusted  family  income” 
for  any  base  year  includes,  except  as  pro¬ 
vided  In  paragraph  (b)  of  this  section— 

(1)  The  sum  received  In  the  base  year 
by  the  student  and  his  spouse  from : 

(1)  Adjusted  gross  mcome  as  defined 
by  section  62  of  the  Internal  Revenue 
Code,  regardless  of  whether  the  student 
or  hls  spouse  filed  an  Income  tax  return; 

(II)  investment  income  upon  which  no 
Federal  Income  tax  need  be  paid.  An  ex¬ 
ample  of  such  income  is  the  interest  on 
State  and  municipal  bonds;  and 

(III)  Other  Income  upon  which  no  Fed¬ 
eral  Inccxne  tax  need  be  paid.  Examples 
of  such  Income  Include  child  support 
payment.  Income  from  income  main¬ 
tenance  programs  such  as  welfare  bene¬ 
fits  and  social  security  benefits. 

(2)  Any  Social  Security  benefits  paid 
to  the  student  in  the  base  year;  and 

(3)  One-half  of  any  amount  to  be  paid 
to  a  student  under  chapters  34  and  35  of 
the  United  States  Code  (veteran’s  bene¬ 
fits)  in  the  academic  year  for  which  aid 
is  requested; 

(b)  For  an  Indian  or  other  Native 
American  student,  the  income  received  by 
the  student  or  his  spouse  pursuant  to  an 
award  made  under  the  Distribution  of 
Judgment  Funds  Act  (25  U.S.C.  1401,  et 
seq.)  or  the  Alaska  Native  Claims  Settle¬ 
ment  Act  (43  U.S.C.  1601  et  seq.)  need 
not  be  included  In  determining  the  an¬ 
nual  adjusted  family  Income. 

(c)  In  the  case  of  the  student  who  is 
divorced  or  separated,  only  the  student’s 
own  Inccxne  i^all  be  considered  In  de¬ 
termining  the  annual  adjusted  family 
Income. 

(d)  In  the  case  where  the  student  and 
hls  spouse  are  married  and  not  separated 
but  file  separate  returns  for  Federal  in¬ 
come  tax  purposes,  the  Income  as  de¬ 
scribed  in  paragraph  (a)  of  this  section 
of  both  the  applicant  and  spouse  shall  be 
c(xnblned  to  determine  the  annual  ad¬ 
justed  family  income  for  that  student. 
(20  UB.C.  1070a(a)  (3)  (B) .) 

§  190.43  The  expected  family  contribu¬ 
tion  for  independent  students  from 
annual  adjusted  family  income. 

The  expected  family  ctmtributimi  of 
the  Independent  student  from  annual  ad- 
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Justed  family  income  shall  be  an  amount 
determined  in  the  following  manner: 

(a)  Determine  effective  family  Incmne 
by  subtracting  from  the  annual  adjusted 
family  income  the  amount  of  Federal 
income  tax  paid  or  payable  with  respect 
to  such  income. 

(b)  Determine  discretionary  income  by 
deducting  from  the  amoimt  calculated  In 
paragraph,  (a)  of  this  section  the  follow¬ 
ing: 

(1)  Family  size  offset.  A  family  size  off¬ 
set  is  the  amount  specified  in  the  follow¬ 
ing  table.  Family  members  Include  the 
student  and  his  dependents.  If  the  stu¬ 
dent  is  divorced  or  separated,  family  size 
shall  include  any  i}erson  whose  incmne 
is  taken  into  account  for  the  purpose 
of  computing  the  annual  adjusted  fami¬ 
ly  income  and  his  or  her  dependents. 

Family  Size  Offsets 


Family 

members: 


Dollar 

amounts 


2  .  3, 860 

3  .  4,650 

4  .  5,900 

5  .  6,960 

6  .  7, 900 

7  .  8,760 

8  . 9,650 

9  . •_ . . . 10,660 

10  .  11,460 

11  . 12,300 

12  .  13,200 


An  offset  of  $1,050  shall  be  made  for 
the  single  independent  student. 

(2)  unusual  expenses.  The  amoimt  by 
which  the  sum  of  medical  and  dental  ex¬ 
penses,  and  losses  resulting  from  catas¬ 
trophes  incurred  in  the  base  year  and  not 
compensated  by  insurance,  exceeds  20 
percent  of  effective  family  income.  Un¬ 
usual  expenses  may  be  deducted  if  they 
were  incurred  by  the  indepiendent  stu¬ 
dent  and  his  dependents  during  the  base 
year. 

(3)  Employment  expense  offset.  An 
employment  expense  offset  in  an  amount 
equal  to  50  percent  of  the  adjusted  gross 
income  earned  in  the  base  year  by  either 
a  married  independent  student  or  the 
student’s  spouse,  whichever  is  less,  or 
50  percent  of  the  adjusted  gross  in¬ 
come  earned  during  the  base  year  by 
an  Independent  student  qualifying  as  a 
surviving  spouse  or  as  head  of  household 
as  defined  in  section  2  of  the  Internal 
Revenue  Code  but  in  no  case  shall  such 
an  offset  exceed  $1,500. 

(4)  Educational  expense  offset.  The 
amount  of  mandatory  and  unreimbursed 
tuition  paid  during  the  base  year  by  the 
Independent  student  and  his  or  her 
spouse  for  dependent  children  enrolled 
in  an  elementary  or  secondary  school. 

(c)  Determine  the  expected  family 
contribution  from  the  family  Income  of 
the  Independent  student  and  his  or  her 
spouse  by  applying  the  following  rates 
to  discretionary  income: 

(1)  75  percent  of  discretionary  income 
for  the  single  independent  student  with 
no  dependents; 

(2)  50  percent  of  discretionary  income 
for  the  married  Independent  student 


with  no  dependents  other  than  spouse; 
and 

(3)  40  percent  of  discretionary  In¬ 
come  for  the  Independent  student  who 
has  dependents  other  than  spouse. 

(20  U.S.C.  1070a(a)  (8)  (C)  ■) 

§  190.44  [Resorted] 

§  190.45  Computation  of  expected  con¬ 
tribution  from  the  bmcU  of  the  inde¬ 
pendent  student  and  his  or  her  spouse. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  section,  the  exp>ected 
contribution  from  the  assets  of  the  inde¬ 
pendent  student  and  his  or  her  spouse 
shall  be  determined  in  the  following 
manner: 

(1)  Determine  the  total  amount  of  net 
assets  owned  by  the  student  and  the 
student’s  spouse. 

(2)  TTie  contribution  from  assets 
shall  be  an  amount  ^ual  to  33  percent 
of  the  amount  determined  in  subpara¬ 
graph  (1)  of  paragraph  (a)  of  this 
section. 

(b)  (1)  If  the  calculations  required 
by  §  190.43(b)  produce  an  amount  of 
negative  discretionary  income  as  defined 
in  subparagraph  (2)  of  this  paragraph 
the  expected  contribution  from  the  as¬ 
sets  of  the  student  and  his  spouse  calcu¬ 
lated  in  paragraph  (a)  of  this  section 
shall  be  reduced  by  the  amount  of  such 
negative  discretionary  income. 

(2)  'The  amount  of  negative  discretion¬ 
ary  income  is  the  amount  by  which  the 
sum  of  deductions  for  offsets  and  ex¬ 
penses  set  forth  in  §  190.43(b)  exceeds 
the  amount  of  income  determined  in 
§  190.43(a). 

§  190.46  Compulation  for  expected  con¬ 
tribution  from  annual  adjusted 
family  income  and  assets  adjusted 
for  number  of  family  members  at¬ 
tending  institutions  of  postsecondary 
education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  family  inewne  as  deter¬ 
mined  in  S  190.43  shall  be  added  to  the 
amount  expected  from  assets  as  deter¬ 
mined  in  S  190.45. 

(b)  For  each  grant  the  combined  ex¬ 
pectation  determined  in  paragraph  (a) 
of  this  section  shall  be  further  a^usted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the 
academic  year  for  which  basic  grant 
assistance  is  requested: 

Number  of 
family  members 

attending  in¬ 
stitutions  of  Expected  contribution  from 

postsecondary  combined  contribution  per 


education  student 

1  _  100  percent  of  contribu¬ 

tion  from  the  amount 
determined  In  para¬ 
graph  (a)  of  this  sec¬ 
tion. 

2  - . -  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 


3  . . .  50  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 


Family  members  shall  Include  any  person 
whose  Income  Is  taken  Into  account  for  the 
piupose  of  computing  the  annual  adjusted 
family  Income  and  his  or  her  dependents. 

§  190.47  Compulation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  shall  be  the  expected 
contribution  from  discretionary  income 
and  assets,  as  determined  in  S  190.46. 

§  190.48  Extraordinary  circumstances 
alTecting  the  expected  family  contri¬ 
bution  determination  for  the  inde¬ 
pendent  student. 

(a>  An  applicant  may  submit  an  appli¬ 
cation  to  the  Commissioner,  for  deter¬ 
mination  of  the  applicant’s  expected 
family  contribution,  (or,  if  such  an  appli¬ 
cation  has  previously  been  submitted, 
may  submit  a  new  application)  which 
shall  use  as  the  base  year  for  this  pur¬ 
pose  the  tax  year  subsequent  to  the  base 
year  established  by  the  Commissioner  if : 

(1)  A  spouse  whose  income  was  in¬ 
cluded  in  the  calculation  of  expected 
family  contribution  as  determined  in 
§  190.43  has  died  in  the  base  year  or  the 
tax  year  subsequent  to  the  base  year,  or 

(2)  A  spouse  whose  income  was  in¬ 
cluded  in  the  calculation  of  the  ex¬ 
pected  family  contribution  as  determined 
in  §  190.43  has  experienced  loss  of  em¬ 
ployment  of  at  least  ten  (10)  weeks  dur¬ 
ing  the  tax  year  subsequent  to  the  base 
year,  or 

(3)  An  applicant  or  spouse  whose  in¬ 
come  was  Included  in  the  calculation  of 
the  expected  family  contribution  as  de¬ 
termined  in  §  190.43  has  been  unable  to 
pursue  normal  income-producing  activi¬ 
ties  for  a  period  of  at  least  10  weeks  dur¬ 
ing  the  tax  year  subsequent  to  the  base 
year  by  reason  of:  (i)  Disability  or  (li) 
loss  or  damage  to  income-producing 
property  a.s  a  result  of  natural  disaster, 
or 

(4)  The  applicant  has  become  sepa¬ 
rated  or  divorced  since  the  time  he  sub¬ 
mitted  his  application,  or 

(5)  'The  applicant  was  employed  for  at 
least  35  hours  per  week  for  a  minimum  of 
30  weeks  during  the  base  year  and  will 
not  be  comparably  employed  during  the 
tax  year  subsequent  to  the  base  year, 

(b)  An  application  submitted  pur¬ 
suant  to  paragraph  (a)  of  this  section 
shall  include  the  annual  adjusted  family 
Income  received  for  the  newly  established 
base  year,  l.e.,  the  tax  year  subsequent  to 
the  original  base  year.  If  necessary,  an 
estimate  of  the  annual  adjusted  family 
income  shall  be  provided  for  the  re¬ 
mainder  of  such  year. 

(20  U.S.C.  1070»(a)(3)(B)(l)(V).) 

(PR  Doc.77-18456  Filed  6-29-77; 8; 45  am] 
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